Domenici to Attack Deficit 
And Ignore GOP Tax Cut 

Decision Complicates Republican Program 
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Senate Budget Committee Chair- 
man Pete V. Domenici (R-N.M.) said 
yesterday he will propose a seven- 
year budget plan that would elimi- 
nate the deficit but not provide for a 
major tax cut favored by Republican 
leaders in the House and Senate. 

His decision further complicates 
passage of the House GOP’s $188 
billion, five-year tax package that 
House Speaker Newt Gingrich (R- 
Ga.) has called the “crown jewel” of 
the Contract With America.” Do- 
menici, a. prominent deficit hawk 
has cautioned colleagues that pas- 
sage of a tax cut similar to the 
House plan would undermine efforts 
to balance the budget by the year 
2002, another key Republican goal. 

“I believe the first responsibility 
to the future is to get a balanced 
budget,” Domenici said. “And I be- 
lieve that I can now see daylight get- 
ting there. . . . Anyone who wants to 
do more to pay for tax [cuts] can do 
that, but it may make it impossible 
to get to balance.” 

But Majority Leader Robert J. 
Dole (R-Kan.), Whip Trent Lott (R- 
Miss.) and other conservatives dis- 
agree and yesterday renewed a 
pledge that there would be a signifi- 
cant tax cut this year. “We’re going 
to cut taxes,” Dole told reporters. 
“We’re going to look at the capital 
gains area of reduction. We're going 
to look at tax credits [for children]. 
We’re not backing away from the tax 
cuts.” 

The difference over taxes high- 
lights a growing rift in Congress be- 
tween moderate Republicans, who 
insist that tax cuts take a back seat 
to deficit reduction, and more con- 
servative Republicans who contend 
that Congress can do both. Some 
moderate Republicans also fear that 
Democratic criticism that the tax 
cuts would largely benefit the 
wealthy at the expense of programs 
for the poor and children is begin- 
ning to stick. 
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spending cuts. Even then, they say, 
the tax package should be modest' 
and targeted at the middle class. 

Yet Lott, Sen. Phil Gramm (Tex.) 
and other conservative Republicans 
have begun drafting a tax bill con- 
taining many of the major provisions 
of the House package. “Most Senate 
Republicans, like Republicans in the 
House, are committed to tax cuts ” 
Lott said. ‘Tve never met a tax cut I 
didn’t love.” 

He said the Senate version, while 
smaller than the House plan, would 
include a tax credit for children, a 
sharp reduction in the capital gains 
tax, elimination of the marriage tax 
penalty and revocation of a 1993 in- 
crease in taxes on Social Security 
benefits of wealthier recipients. ; 

In the House, a coalition of moder- 
ate Republicans and conservative 
Democrats vowed last week to block 
passage of the tax package, sched- 
uled to be voted on next week, un- 
less the cuts are linked to progress 
in reducing the deficit. Separately- 
more than 100 moderate and fiscally 
conservative Republicans are urging 
that a $500 per child tax credit be 
scaled back. : 

Gingrich and other GOP leaders 
believe that by the time the bili 
reaches the floor, many of the way? 
ward moderate Republicans will find 
it politically impractical to jeopardize 
the bill. 

“You’re now going to go to these 
guys and say, ‘On final passage, why 
don’t you kill the pi ece de resistance 
of the entire contract so you can gg 
home on the 7th of April and hav| 
every Republican in your district ask 
you if you've lost your mind,’ ” Gin- 
grich told reporters. 1 

Domenici has told other Budget 
Committee Republicans they were 
free to suggest further spen din g 
cuts to pay for a tax bill but that hf 
plan already was “very tough” and 
that politically it might be difficult t| 
find additional savings. V 

Domenici has been circulating a 
seven-year budget proposal outlininf 
about $770 billion of savings ii| 
Medicare and other entitlement! 
other than Social Security; an add$ 
tional $230 billion in cuts from dis- 
cretionary spending for domestif 
programs, defense and foreign ai<f 
and $175 billion of projected saving! 
from lowering interest payments ofi 
the national debt. % 


Chairman Bob Packwood (R-Qre.), 
chief tax writer in the Senate, and 
other influential moderate Republi- 
cans have argued that consideration 
of a tax bill should be put off until 
Congress finishes work on a long- 
term deficit reduction package that 
could involve a record $1.2 trillion in 



